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. AT&T contends that oontraGt lerAae 8fT1ngernetits ("C8AI' Ihoukl be available '
. ..' .

for ,..le at the wholesale dilOOunted tate. FlIt'ttWmo,., AT&T opine, thlt CSAa are:

tel8C;)mmunicatJonl services Iv.llabt. to usera who are not wlMommunlcationa!
. I

providers as defined by the At:t and therefore 'hould be IMlIJable for re••1e under:

section Z~,(c;)(4)(A). BeiBoul""'8 tri8t OSAs an! designed and Implemented to meet·

competition frol'(l other carriers and, If BeftSouth II forced to resell theM offerings. they:

would be eff9dive'~1 removed from ihe cOmpetitlve process. BtIl80uth 8180 argues that,!

because the rates designed In the CSAs are competitively pnoed. they ahould not be'

subject to further ~iscount.

CSAs generally constitute pne;ng' and or packaging Innovations regarding selVle..

offerad pursuant to tariff nrther than additiDnal "services" In thernlelves. The

Comml$sion has decided In p~loUI orders that CSAs, as sUch, will not be required to

be made available for ressle. and the Commission affirms thoae rulings here with the

following clarification. CSAs will be available for resale at the contract rate WIth ne

olsCQunt appUed If the undertying "rvices are not contained in BeUSouth'. tariff.

However, if the underlying services are contained In BellSouth's tariff. the r.sene~ may

purchase those services onty at the Wholesale discount off the tariffed prtce.

promptiaQl
i

AT&T requests that promotions of any duration be avallabl. for re.ale at th~

Wholesale disCOUnted rate. The Commission wilt not devla. from 111 Pf'lVlous d.cteIQ~

and will not require the relale of promotions of 90 daya or 1_ to re••llers at tHe
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who'" discounted rate. The lerv1C1i promoted by BeIISouth will. of course. remain I

avall.k,.. for rlllie ·.t the tlrtII'ed rate Mtea the whole.... dlloount. A cornpet1tor may ~
offer any promotional Incenttve It wtatw* to reapond to a Bell80uth promotion.

,

resale ~o those customers that qualify for this 18fVioe. Currently, Lifeline .ervlce Is not :

avaUable in Kentucky. AT&T mlY offer Unk..Up servlte only to those customers eligible

to r~cs!ve them. AT&T fl required to discount the Unk-Up .ervloe by at least the·

percentage currently used by aeUSouth. In additiol'l, AT&T it ttlponsible for ap~lying!

to NECA to receive compensating funds as BellSouth currently do...

~1 j :acd 911 SoMcll

N1i services are not avanabfe In Kantucky. Therefor., thiI i..ue is moot. ;11!

services, which ere purchased by numerous govemmental entities in KentuckY. are!

teJecommunications servicu Ivallable to users who are not telecommunications

providers. Therefore, they shan be made available for reaale at the whotesale

discounted rate as outlined In SeetIon 2!1(c)(~)(A) of the Ad.. The Commia.lon reaffirms

Its previous daclskm on this Issue.

BeJlSouth does not currentiy offer any state-speeific mlndated discount plans to

its customers in Kentucky. Conaequentty. thIs Is a not In I.aue at p.....nt. Should ant
i

dIscounted tariffs be required In the future, AT&T WJ1J be allowed an opportunity throug~

the complaint process to present tts argument for resale to the Commieaion.
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AT&T requeSted that the Commlulon reconlicter HI cIIaIIIon on th.. llaue i
, ,

reacl!'ed In Caee No. ;8-431." In that case the ~'found that the general;. ,

subs9riber tariff of any ILEC ahould be the buil for the terms and condition. of ...... i

offered to competitors.' The basis for AT&T'e request II pa..-gJ'lPh 03C1 of the FOC's i

Firat Report and Order In FCC ee-32S t' which states that raale rettrtcttonl, Incfudlng ~

'those in en ILEe's tariff. are presumptively unreason,ble. AT&T also points out that;

paragraph 939 gives the ILEO the burden of proVing tha~ a propoeed rntrfction la'

reasonable anti nondiscriminatory. The Commis.lon conours with AT&T'8 POlltion andl

will modify its decision in Ca,8 No. 96-431 to require that an flEe must support ita;

position that a particular tartff condition Of limitation Ja reasonable.

NoP-Recurrlng Chlrge&
,

BeliSouth argues that non-recuning charge. should not be subject to the
,

wholesale discount becaL'se they represent services that do not have any avoided COIta.

However, although Individual services may have different levels of avoided costs, the

wholesate discount rate Is aet at a composite rate for an services. Therefore, while 10m.

serv~s may have more or less avoided cost, the wholesale discount ra1e appropriatl"

Case No, S6-431 , Order dated December 20, 1see.
~at 7-8,

~("FCC ' Ftf$t Report and Order, CC Docket No. gs..;8 (Auaust 8, 19 ),
Order''),

Ie
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ap~ to eU &ervicd 8ub)eci to resale. Accordingly. the proper whoa-t. clilcount rata :
I .

I :

cha' 'be appUed to non-racunmg charge..
!

II. APPROPRIATE WHOLESALE RATES
(PARTIES' ISSUES 21 AND 22)

In Case No. 9&-431. tt. commlsilon established a cornpa6 who_Ie diIcount j

rate of 15.1 percent. The decision ~. based upon the evtdence filed by MOl and j

BeHSouth.
. . i

In this ca.t AT&T has presented new Information upon which the i

Corflfflissi01\ has modified Itl prevloul Inalyl". The Commll.1Cjn'l decilton on th.~. . .
. I I

wholesale discount rate in case No. 98-431 is the starting point for the edjuatments that'

it wi\! make In this proceeding.
I

In Case No. 96-431. tn. CommisSion traated uncotlectibles 1& an indil'8Ct expense'

and C21leu!ated that 10.04 percent of this account would be avoided. In thIs proceeding.:

AT&T includes 100 percent of the uncollectible expenses In its calculation of the

wholesale discount fate. while BellSouth proposes in its reaale study to include 100

percent of uncollectible expenses as avoIded. In fts study based on the FCC Orcler~

Bel/South followed the FCC methodology by Including the uncollectible amount only a~

determined by the indirect allocation facter. However, eellSoLrth witness Reid teetlftGd

at the hearing that it would be unreasonable to classtfy as BeIlSouth costs uncollectlbl.
. .

costs Incul'I'Gd by resallers pursuant to sale of services to end-uaeta." Since both partie.

ar~ in agreement as to the level of avoJdabillty of uncoUectlble&, the Commission wdt

7 Reid, Tr. Vol. "2. at 183-84.
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!
100 percent of the !, . j I

adjult BeliSouth'. 'whotHale discount calCUIllton to Inolud.
. I

uncollectIble ~'PI"~e8 _ avoided.
! I

The Com~talion .~o wli adjust the amount of revenu...·lnotuded in ita _ In ;

Case No. 96-431 to reflect the InclUllOn of Items that will be available for resale. In i

Case No. 96-431. the Commlalon mirrored the revenue number uaed by BeliSouth in •

Its wholesale discount studios. However this nUmber is inoorAlCt btcaU'. BenSouth •

e)(cluded r~"e"ues from CSAs, grandfllthered s.~. non-recurring charge., and,

E911/911 .;.ervlee revenues on the basil that these Items should not be wallable fori

resale. The Commission has, hOY.'eVef, determined that th.- item, ahould be avallablei

for resale and tnerefore Includes these revenues in Ita calculatlans.

The Commission will also mike 8n adjustment to reflect a chlnge in the:

calculation of the indirect expense fader. AT&T correctly pointed out that the calculatio~

of the indirect expense allccatton factor should be computed by dividing directly,

avoidable expenses by total direct .)(penses, not total expenses. The Commission

changes the caloulation of the Indirect 'factor by including only total direct expenses ,,,

the denominator. :

The Issues ciiseuased above cOncern modtftcatianl to the study In C... No. g$.

431. The follCM~ng are Commission 'decfalone regarding Issun proposed by AT&T ih

thl~ proceeding. :

In its avoided cost study AT&T has Included as avoided coats Accounts 622~,

operator systems, and 6560, deprwclatfon/amot1ization of operator systems. ThIe

company detel1T1~ned that the percent of avoided colts in theae accountl should mirrOr
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the percentage of avoided coatIln the' calt completion and number ilNi* accounts :
-, ,

1& dfrtermined by the Oommia8lon in dase No, 98-431.

At paragraph 919 of the FCC't FIt.t~ and Order, ttie FCC determined that'

plant specific and plant nonspectfto •__ a.. preeumptWely not avoidable wlth the i

exc~pt(on of gene~18upport expen~. Accounts 8220 and 8.0 are Included in the
,

group of accounts wt\lch .,. presumptively not avok:fable. FCC Rule 51.609,

"Deisrmination of avoided retan coste," suites that coats in th_ accounts may be!

treated as avoIded retail ooat& only: to the extent that a party prove. to • state'

commission that specific costs in thee accounts can be avoided. Ac::cordlngly, the

burden of proof in thIs case n.. with AT&T.

AT&T's sSlun1,)tlon reglrdlng the relationships 'between the referenced 8COOuntl

does not, In the opInion af 1h1a CommlssJcn, meet that burden of proof. The company

has not demonstrated that the percentage of avoided coat in Accr)un~ 8521, call

completion, a~d 6622, number services, also applies to Accounts 6220, operator
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are ~onsp8ciftC ptant accounts and are therefo,.. 8Ubject to the same restrIction••s i .
! ; :

A~ountl 6220 and 8680, AT"T, ;.rgllnent is bleed upon Ita edmata that i
,

approximatelV 50 percent of Is cveran te8ung and plant IIdministrMton coats involve end· :

user testing and trouble~.. Baled on this ednate or activity, AT&T opinea that ;

20 percent of BeIiSouth" co8ta in the.. accounts are avoided.' AT&T noWI that .

BellSouth provided no support for Its poaltfon that none of the COIia in these account•.

are avoided ahd that BeHSouth provtdes no response to Ai&Ts relSon.bJe estimate that

20 percent of these costs wUl be avoided.

In denying AT&T's propole' to Include 20 percent of the casts In this account as:

avoidable I the;; Commission again relies upon the FCC's final rules that put the burden:

of proof o'r avoldab:Jfty on the ALEC. BellSolrth is not required to establish that these

costs are not Cllloidable. AT&T has not shown that Its experience with these expenses'

as a long-dlst2nce carner is necessarily comparable to BeIlSouth's experience with thele:

expenses as an ILEe. Therefore. the Commission will not require that these accounts

be considered In determining ttl8 wholesala discount rate.

Flnaity, AT&T propoaea to cJasaify as avoidable capital coata and taxea on cepita':

related to genera! support ISlets. AT&T opines that if g;aneral support expense; Qrei

con;idered indirectly aVoidable, then a portion of general support related investment

should be also avoided. AT&T contends that the Commission has .Ireedy found that

BellSouth In fact will avoid certain Investment costs and cites Appendbc 1/\ of the MCIJ

•
AT&"rs Post-Hearing Brief, filed January 21, 1997, at 21 .

J.d:. at. 21·22.
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SttIlSbuth Order In 6... No. 96-431. AT&T lncludel $!.010 milton .. avoided return !
~ . .

and ihcome taxes. :However, Appen* 1A deals exclusively wfth opet lana expenses !

and does not Include any Investment cOsts.
I .

The Commission hl8 alnllldy deemed inappropriate AT&T'. inclUllon of operator :

system expense and depreciation In Ita avoided coet study; thennt, It Ialnapprorma- i

• .' i
to allow a return and tax component for operation systems In the study. AraT'a ltudy !

also .datsrmlnes fhe return and tax component on gross t••phone plant in MMe.. !

However. the tate of return methodology u&ed by this Commlulon determines a.

company's appropriate net operating Ihaome and resultfng revenuet and ex,:Mtn... on '

the basis of net telephone plant. AT&T's methodology is not consistent with that uaed;

by thi$ Commission. The Commission Will adhere to Its usual methodology and WIt not

include a return and~ component as an avoided cost In thfs arbltrltfon.

Based upon the preceding analysis, the Commission determines tntd the

appropriate oversil wholesale discount rate Is 16.25 percent as shown In Appendix 1.

Consistent with Its decision In Case No. 95-431. the Commission detennlnes that .'

separate discount rate for residential and business senTIees Is approprla and calcutate*
I •

;th" rat~ at 16.79 percent and 15.54 percent. respecttvely••1 shown fn Appendix 1A.
I

Ill. NOTICE TO WHOLESAlE CUSTOMERS OF INTROCUC'110N
OF NEW SERVICES, DISCONTINUANCE OF EXISTING
SERVICES. OR REVISIONS OF EXISTING SERVICES
(PARTIES' ISSUE 11)

AT&T states that it should recelva notice of BellSouth's Introduction of n~
I

services and dlscontinuanCEt or revl_on of existing services at the aame time BeIlSo~

provides itself i'Otice of such proposed changes. BellSouth ha. agreed io give ~6-d.~

-11·
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nob. BelSouth 1110.. that this l8lue has been resoIved.,o However, the record !

does; not IndiGlrie that the partIea have' reed1ed agreement rIDInttna ATll's apedIIc i
I •

req~ that the Commlulan require BIusouth to notffy ~.11erI at INIt 46 dlY8 prior i

to the effective date of the cheng_ or Concurrently WIth' Beftsouth'. Internal notlftGatlon i

proc;.as, whichever Is .lrlI.,"
;

The Commission wUI requlre BeliW to provide 45-days' notice 10 AT&T of new:

servi~ or the discOntinuance or revrslons of eidstlng services, However, on a cue-by_·
, I ;

case' basis. should 45-days' notice of I change appear inadequate, ATAT may petition:

the COM!'1'Iission for additional time prior to the implemet'ltation of the BaUSouth ..NIce!
dlanges. If this matter has been resolved in a different manner than stated herein. the;

Commission' will review the issue when the parties file 'their tmerconneetion ;agreement. i

,
IV. REAl.-TIME AND INTERACTIVE ACCESS VIA

. ELECTRONIC INTERFACES (PARTIES' ISSUE 5)

AT&T requests el.etronio interactive access to perform pre-ordering;. ordering;

provisioning; malnterlanceJrepalr; end bnt'hg. BellSouth and AT&T seem to agree upon the

broad issues involved but to disagree on the details.

The Commission ra:ognlZ88 the Importance of real-time aOC8ls In e competitive

environment and agrees that BenSouth should provide this access. The FCC" target data

'0

11

Be!lSouth Post-Hearing Brief, filed January 21, 1997, at 25.

~ AT&T Post-Hearing Brief at 40.

..12·



L!2-0e-9: ,01: 26Hi .FROM RE~ULATORY I

- FD. ~.199'7 12: 4gpJ. fISC 582 54~ .

TO 9140~S2S5122 POO2l01~

P.1?/29

i
I
I
I
I

I I

forllUch Ieee.. we- J.,uary 1,1.,.'2 Accordtngly, BelISouth should, In good-r.ttl?

.10provide thllCC8U 88 soon!. poseible. In the mllr'ltilfMI, It must oWer AT&T
I \ •

an inteJ ill aoIution. Pemwnent 1OIut1an8 ehould be IMIillble and'chould bellmpJemented, I
; I

no fat.. then June SO, 1817. on.~nt costs Inca.rred by Befllouth lhould be borne by

the ALECs on afairly spportioned be.i~, As ocmpetitton develops. _dctltlonal ALEC' wi~
- I

be tequtred to bear their portion of the'costs.

The Commission addrassed the
i issue of BccesS to OJstomer record. In C..No., .

I

96-440,~ and it adheres to thll decision :here. 'Nhen customer inform•• Is withheld~
, .

an ALEC, a competitive dtUdVlntloe: I. ~tiiod. To offer relief, the Commie.lon hu

concluded that an ALEC's provision of. blanket Letter of Authorization to th. ILEe shan
I

be sufficient to allow the ALEC IcceSS ~o customer records.

v. PROPOSED REQUIREMbNT THAT aELLSOUTH ROUTE
CALLS FOR OPERATOR SERVICES AND DIRECTORY
ASSISTANCE OtRECTLYTO AT&T'S PLATFORM
(PARTIES' ISSUE 6)

AT&T argues that direct routing Is technically feasible and therefore shouid b.
\

provided In the resale environment. AT&T SQYs DeIlSoU1h oan proVide th~ capability by
\

, I

ustng its Advanced Intelligent Network C'AIN"). AT&T auerts that B.n Atlantic hu

I,
I
I
I,
I

I

\

12

"

I

: In FCC 96-476, I
CC Docket No. 96-9B (DeClmber 13, 1998),

Paragraph 11. the FCC I_d It doe. not Intend to inltlllte enfOrcement lotton
against ILECs that do not meet the 'January 1date but are making good faith efforts
to provide the access "wIthin. reasonable period of tIme, pursuant to an
Implementation scnedule approvea by the reJev.nt stelte commIssion."

iCase No. 95-l.40, Petition by MOl for Arbitration of Certain Terms and Conditions
of a Proposed Agreement with GTE South lneorporated ConC*ning Intercomection
and Resale ur.der the Telecommunications Aa. Of 1996, Final ,Order dated
December 23,1996.

-13-
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'Ir~.dY agreed to provide thi81Unodon through its AlN by Apri11897. ~te AT&T
: i .

acknowledges thit switches provide bnly afinite number of nne 0_ codeG. It argues

that they can and should be alloca~ to new enttaht& on _ ..ft11rt CClme. first a.rved"

basis. AT&T al&O.. that the C~miSslon has al....dy held, In case No. 96-431

thai BetlSouth should bnmd .n calli~n offering services for I'8SIIl. Where technically
I .

feasible. AT&T 8aaerts that the teohnOiogy required to brand calla anti to route cans to
,

is provider's operator services Is the came since. in either aase. there rnult be a way t~

distInguish AT&T customers from Be~uth customers.
I

BellSouth characterizes the tequested cepabnlty as "loeal swilchii11i1 with selective
I
I

routing" and argues that tt Is technically unfesaiple. C~n5' the limited Gaploily gf thl

swttehes. it argues, inter iJlI, (1) that 'he class codes for selec1tve routing could not be

offered to all ALECs and limitation would be unfair to carriers who did not receive the

fundion; and (2) that exhausHon of the swHch would resbici 1fee service variations ALECs

could offer as weli as the ability D~ aei\South to provide new serv'cea. BellSouth also "
I

says its existing AIN capabnJties cannot provide the requested selective routing.

However. BenScuth explains that 11 Is seeking a solution and urges the Commission to

deny' AT&Ts rltl:1U8St at thi. time.
I

The Commission has all'lNldy conduded, In Admlni&trstive Case No. 355.14 that,

it will inot require lLEes to furnish resold'tariffed services minus operator services. The

Commission reaffirms that decision here. but no1es that. if an ILEe lind reselltng ALEC

I

, Administrative ea.. No.' 355. Order dated September 26, 1996.
i
~ .14-
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rellch a mutual ro-ment In rIgIrd ~o such servloe sepIIltIonl, the CommJulon wUJ
: ~ ;
I ';

scdept this IndlvfdJal arrangenwnt.
. I .

If, however, en ALEC provides lirvtce through unbundled elements. an IlEe ahall
I

prOvide routing for the ALEC's cu_rs' CIlia for operator .-vice; and directory
• I

, . I I

.st!iltance. If en ILEe __rta that ~. service is not technically fHslble, It b..... th~

, I :

burden of proof before the COmmfllJon.' BeUSouth hae not bomJ that burden in regerd to
. i

the 'routing issue In 8n unbundled .l.ment environment..
I

VI. BRANDING (PART,eS' I$SUE 7)
i
;

As previously stated he-rein, th~ CM1mJt;~loh dt).. nbt require ILECs to fumllh
I ;

resdld tariff $srvices minus operator or directory aaal8tanoe services. slthough If an flEe
I

and an ALEC agree to a whole.ale irate for a service ~Jithout operator services or
!

directory assistance services. the Commlsslon will accept thel" arrangement. If, on the

other hand. an ALEC provides the~ through purchase of unburtdJed elements, then'

the fLEe shall provide customized routing for 0+,0-,411,811, and 555·1212 cans. If
I .

an ILEe asserts that customized cal routing is no~ technically feasible. It has the burden

of p~ovin9 its oIaim.

I

: The FCC has concfuded the! :where operatOr, call 'COmpletion or directory ~
. .' ! •

assistance is part of a !eNloe or servICe package, failure of the ILEO to comply with .
I
!
t
!

i
I
I

I
I

,
I

I
AT&T argues that directory assf~nce serv;~e and operator seNioes should be

branded as It requests. eensouth ~.rts that It is not required by the Act to brand
I l '

operBtor or dlrect01' servIceI on an lndMduaJ btand b.sls. end th8t such branding' is not
I

I 1
techr,tcally fea8lble. I

I .
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branding requesUs·Pl1!l8umptlYllly~ an unreaaonabla reatrfclion on nJSale except, .

In lease; wtiere it il not *hn_ taaalble." ihe IlEe should, however. be
cort,pensated for costIlncuned In _lying. branding req. by the carrier which

1

m.~e the request ,
i

The Comml••lon 'IIndl, theretOre, thlt In thOll Instances where ~ndlng of

operator services i$ technically feasible. and where such branding fs necessary for parity

of service, It should be provided. However, the Commission will not raquire BeIiSouth

to brand directory assistance for AT&T because It does not brand its own. Should
, i

BellSouth initiate brllndlng of Its directory assistance, It must also offar competitors the,

option to have their calls branded.

V!here branding does take place pU1'8uant to the term.. d$8Cribed herein,

BeIiSouth shall determine the additional 'cost It will incur to pro\~de It anti shall bill AT&T.

for such costs. AT&T or BellSouth may petition the Comrnis&ion for resolution of any

bnHn~ disputes.

VII. APPEARANCE OF AT&T 'ON BELLSOUTH'S DIRECTORV
(PARTIES' ISSUE 9)

AT&T argues its logo should be dl8played on BelISouth·s telephone directories as

BelfsOuth's logo is displayed. Howev~r. this dispute Is no longer at Issue. since the
I i

Commission has already addressed It. By Order dated November 21. 1996. BeIJSouth

Adverti&ine PUb!ishlng Corporation rWCoj was denied intervention In this proceeding.
I' •

In that Order, the Commission noted that AT&T and other ALECs that have dlrectolY

l' 'su FCC Order, Paragraph 971.

-16-
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pubnoaiion need. must negotfate and contract directly wt1h BAPCO. Accordingly. th~

commtsaion determined I would not ~1'118 __ 1nvotYIng BAPCO In this Proc.ldt~.
. \ . ~

Ftn~IIY, according to the Information BAPCO has ft1ed In this proCeeding, on August 14..
, .

18., It entered Into a complete dl~ry publlcatlonl agreement with AT&T. AT&T

h.~ produced no new evidence to InchOlite that the Commission 8hould reconelder Its

November 21, i 996 deol&ion.

VIII. ACCESS TO TEN SPEciFIED UNBUNDLSD NElWORK
ELEMENTS REQUESTED BY AT&T (PARTIES' ISSUE ;4)

AT&T requests that BellSouth unbundle tan specific elements arlCl their features,

funCtions. and C1lIpabllities. As AT&T states. the Commission has prevlo\Jsly found that it
. ,

I

is teChnically feasible for BellSouth to provide these elemeryt$.'1 A mutual reaoJution ha.

b~ reaChed for a1~ht of the requested JI.,tlieti~, while. iss~.s ragardln'3 the AIN and the

Netwo~ Interface Device r'NIO'') remain in dispute.

I

BeltSouth agrees to provide unbundled access to its AIN elements; however. it

argues that mediatio" devices are nece...ry to ensure rtatwork teliability and ••ourlty. f7

Th~ Commissicn therefore requires AT&T to network through a mediation device for a 90 .

day period. If, dunf1g this period, AT&Texhibits Its ability to Interrace reUably within the .

AlN Metwork, use of mediation devices shin be dlacontlnuad.

'1

11

.61& AT&T Post-Hear1ng Briefat 41, dting the CommissIon's Order In Ca•• No. 96
:431, at 15.
I . i
.BanSouth PcS\-Hoar1ng Brief It 28.

-17-
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BeIlSouth also ra"a the •.,. of _tty and network rell8bt1tty In reg.rei to the
I .
o

. . I

un~undling of the NID.11 AT&T has OffellJd e resolUtIon of the 88fetY issue.i8 safety

~ and rellabUlty are requtred~Y the Comml88ion of at1 c:am.rs. Therafcre, the
o ,

I :

COrhmissicn detennlnes thlt BeliSouth $hall provide nondiscriminatory IICt\N8 to the NID,
I

i
IX. PRICES FOR EACH UNBUNDLED ElEMENT AT&T

HAS REQUESTED (PARTIES' ISSUE 23)

The parties hIve subrnrtted cast ~udles which rely upon different rrhWlhodoIogl.. and

purport to calculate tne 10fward locH<tng tbtll alemehi long'nih intrfjl1Mttrial cosi (''TELRICt'),
. .

of B~USouth's unbundled network elements. AT&T used the Hatfield model to derive its
i

• 0

estimates of BellSouth's TELRIC element eosts as did Mel In Ca,e No; 96--431. The.

Commission here reaffirms its decision in Case No. 96-431 not to US8 thti Hatfl.ld mOdel

86 itS primary methodology because 1t dOes not reflect BeUSouth's actual network dlStgn .

and 60sting processes. eerrSouth's TELRIC studies use ertglneeri"9 procass models and. ;

certain accouniing data to estimate Its forward-Iookin~ TELRIC costs. The CommissIon .
I

ftnd$', however. that the Hatfield model is a useful tool which can be used 8S an
o

Independent estimate to check the rea~nablene&& of BellSouth's TELRJC estimates, .

partleu(arly since the assumptions underlying the Hatfield mOdel are availabl. fer public

scrutiny.

: Because the argum.nil otrered '" this case do not differ in relevant subatance
I
I. ,

from those offered In Ca•• No. 9~31, the Commission sees no realon to rlvlalt the

'1

18

~ BellSouth Post-Htaring Brief It 27.

'AT&T Post-Hearing Brief at 43 (gu8rBnteelng that it will us. property trained
technicians In grounding any BellSouth lOOps and wfll comply with the National
,Electric Safety Code).

,-18-
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.s" decided In: that CMe and find_, baNd upon the prtnelple8 dllCU8led and th.
dec*lons reached In that order, tiC Jo.:

, i .
i For 1he u~led loop CIteg•• an $18.20 I1Ite should'be .. for 2-wtre loops.

i -

Frein this base loop rate. we foUow*ct the rBIdonahlp betWeen BelJSouth'. 2-w1re
I : •

TEL~rC and theTELRrCs far other; loop categories. The $18.20 reconciles the
; I "

dlff~renoe between BelfSouth's loop ~y in Admi1latratlve case No. 385 and that
! :

submitted in this ease. WIthin aD da~ of the date of this Order. EHlISouth should,. ;

however, pt:lvide TELRIC studies for thOse unbundled networt( elements for which it hiS
!

not provided a TaRte estimate, Including itt!' NtD and non-recurring liharges.

Due to time conwaintl, the cOmplexity of BeDSouth's cost modele, and the
I

coneems discussed fully In the final Order In Case No. 96-431, the Commisalon will
" I

conduct sdditlonal investigatIon. The unbundled ne1.\\fOrk elerr.ent rates prescribed herein
; i

reflel!:t the Commission's concerns regarding SeliSouth's TELFtIC Itudles. The
I

Commission has made temporary adJustmenis to BeilSollth's cost study i"sults and h8$
I

set uhbundled network element prices accordIngly. So Appendix 2. These rates ate

intenCted to be temporary pending fU~h.r Investigation of the TELRIC studlM and "
- 1

pendiMg eonaideration of thl 8),,'tent to whioh nonwtraffic sensitive ("NTS") and NECA
: i

untverlsal service payments mlY support local service cost recovery. To the extent that

adJusiments to costS and prices are wa~ant9d, the Commisllion wflf COt.cfuct 8 tru.up
I •

on B ~rolpective basis. i

I
! In setting initial price. for unbUndled elements, the Commission sdhated to the

following principles first adopted in Csse No. 98-.431: if BeUSouth hr.. furnished a

i

'.'9I
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x.
inve~igatlon.

i

\ . ,

TELRIC study, hi pJtce .. equal to relAte; If no BeISOUth TELRIe hu been fumlahed.
I ,i .

we'lookecf to AT&T. HatIiekJ TEl.RIC;·' nelther SellSouth nor AT&T TeLRIC Iwdy _

reI~vant, we fookeKJ to BeDSouthis PrcJsed true-up price; and if :none <:Jf the above wa~
I .

! I
available, we looked to Bell60uth', eXIItIng tartrrad rete.

FinallyI the recovery of NTS revenue mama 18 alia of concern to thll
i

Commission. In AdmJnlatrBttve Clse! Ne. 355. the Commisalon signaled Jte intent to
; 1

alloW LEes to continue to recover their NTS revenues, currently recovered 'through tol'
; 1

.nd~ access charges,'1h!1)ugh a universal sS1Vice fund. Some ye&1'8 ago, 8sch LEe'.
i I

NiS revenue requlrernent wa& rHiduitily calculated and was Intendecl10 support local
i .

I

sen/ice, The Commi$$lon doers not, however, intend that lo~1 "rvt~ COile Ciurrentfy

beinb recovered through aeees. charges and ultimately through the t.anivers81 service'
. .

I

fund will be recovered twice.2D After ~xam;ning BeIiSouth's cost studies and pricing
. ,

propDsals, the Commission cannot asciertain whether 01' how these local service coati

h!ve' been considered. this issue wli ~ure prominentfy in the Cornmll..ion's upcoming

PRICES FOR CERTAIN ~UPPORT ELEMENTS
RELATING TO 'NTERCO~NECnON AND NElWORK
ELEMENTS (PART1ES' ISSUE 26)

. i
: AT&T asserts that Ieee.. to poles, condu~s, ducts. and righta-of-wIY Mould be

i

priced at TELRIC plus a reasonable allocation of forWard-looking joini and common

'to
I I

IThe Commlssibn hea related 0JnCem& rQgatding NfCA support payments and the
extent to which local .ervlce costs ;ere recovered in thOM.

·20-
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I

,
i

•• AT&T I'ao ..... thIIt BeasOuth should be requIred to produce adequate coat
i

, I

- doCumentation to en.bIt the comm~n to set COIt..bas6d priOlli.

BelISouth ProPel. thatestab~ tIUtffed or contract price. Ihould be U8ed fqr
: :

exitting support functions or SllVices
i
and that. to the extent 8 new support function.

• I :

I :

necessary. the price should be let at coat pius. reasonable proftl "rhe partfes 11'9
;

, I

di"gree on terms for interim number~poriability and physicel collocation.

The CommiS&ion finds that the ra1es for access to pol_. c:fuct8, conduits. and rights.
:. i

of~ should be developed conslatentl~ with princtples found at 47 U.S.C, Section 224(d),
" :, .. .

In addition, the Commission reafflrms:its decisIon In Casa Nc>. 96-43' that each LEe
I

should bear its own coats for providing remote call forwarding ae an interim number
, I·

portability option. Ftnan~'t the Commission finds that the costs for phYllcal collocation an

BellSouth's premises should be based bn compareble prices fOf leased office space per

s~u;re foot.

Xl. LIMITATIONS ON AT&T$ ABIUlY TO COMBINE
UNBUNDLEO NE'JWORK ELEMeNTS \I\IlTH ONE
ANOTHER, WITH RESOLD SERVICES. OR WITH
AT&T'S OR A THIRD PA~TY'S FACILITIES
TO PROVIDE TELECOMMUNICATIONS SERVICE
(PARTIES· ISSUE 15)

AT&T states that 1he Commission has already decided that BelISouth may not
I '

restrit:t a new entranfs ablnly to 'combine netwarl< elements with OIW another. with
1

resold aervlC$s, or with Its own or 8 thltet partys facilities.'1Z1 AT&T is cx.rrect that the

Comrl,isslon has ruled that BellSouth ~ust, in accordance With the Act. at section
I
I
!

21 I '
,AT&T Brief at 12, citing Case No. 86431. Fimal Order dated Declmber 20, 1996,
,at 20..21. :

:..21-,
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261(0)(3), provide network eIementa '''In a manner that allows requesting carriers ~
, , I

t ; 1

(X)mblne ~uoh eJamenS In order to provide such telecommunlcatlon& &ervice." The
. I

Commission atrIrmI that decision htre and rejects eeRSauth'. argument that the
; :

, I

purChase of eIementI to create se~ pursuant to Section 251(0)(3) rl1ust be priced at
, i

the :rete for purchase of _Nice for reSate under Section 251 (0)(4). However, AT&T ~
. .

incdrred in aMerting that the eomrntulOn has ruled thst new eTTtrants must be permitted

to cbmbine network elementa purohallcr from BellSouth with resold servIces,
i

AT&T may combine network e~nts, whether those elements ~l'e Its own or ar.
, '

purchased from BeGSouth, in any mann.r it ehooses to provide service. If AT&T wishes:

to puroh~e service for resale from BeMk.rth pursuant to Section 261 (0)(4). It purcha&es

the entire service 81 is and at the resale rate.
,

XII. \NHETHER BELLSOUTH MUST MAKE RIGHTS.OF·WAY
AVAILABLE TO AT&T ON TERMS AND CONDITIONS 11
P~OVlOES TO ITSELf!: (PAAireS' ISSUE 1e)

B9l1S:nrlh and 'AT&T agree that !it,t-of.way space should not be reserved by any

party and that available space should be allocated on a "first come, first served" basis.

However, BellScu1h believes, as AT&i'does no~ that i1 should hot be I·squired to grve

aCC&$t to i+.s maintenance spare at any tlme. A maintenance spare is space reserved .

on a:pole or in a conduit on which Ben~outh can place facilities qUIckJ)' In response to '

an emergency such as that created by a cut or destroyed cable. BellSouth argues that
I

extensive delays In service restoration Could result If BellSouth'a maintenance spare. ,
!

forfeited. AT&T; po;ltIon 16 that there shoUld be B common emergency duct lind Inner I
I
;

I I I

duet for use in emergency service restoration situations. AT&T does not discu8s I

\

I
I
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!

1111i~

malntenance spa. attached to~. AllY also propoI8I • priority restoration
,

~tlduli.
i
: : i •.

Because the Commbsalon beII~ interrupted aet'Vtoe must be promptly r8ltOreQ,
i

It \AI111 not order B..South to forfeit Itl riualnienance spares. Nt'" vAIl the Commlllton
I •

ordt.r th& ~rrang'Mtnt promoted by AT&T dln~ th- nMd for looeia to mainter.nce
, I.

, i

capabilities relative to cable reltonrtlqn Is only required v.'hen an ALEC h. plac.d III
,
I

I :

0'Nri asble, a snuation which has not yet arisen. Complaints or further consideration of.
I

AT&T's proposal \Nill be considered 8S ALECs beg!" to run their own ce.bIe. In addition,

because the restoration plan used by B6l1S0Uth in the past meet; the Commission's. .
mInImum reQuirements, no modified plan need be established.

: .
Other proposaJs made by AT&T are as follows; (1) occupation of specific pole,

,
attachment and duct space should ~ determined by joint englneertng arrangements

betWeen AT&T and BellBouth: (2) AT&T should be permitted to lash Its cable to the
I
I

existing faclfrties of other camera as well'as to its own: (3) BeJlSouth should advise AT&T.
, I

of environmentsl. health and safety irtspections; (4) manhole space for racking Ind.

storage of cable should ba provided; and (5) BeliSoulh should acknowtedge the
. 1

presence of environmental contamlnl~ In It6 conduit system.
I

Pursuant to federall8W, ILEes m~ provide to ALEC; the ..me IOCIII to rlghtl
!

of-way thatfhey provide 1hemselves. Th~ mandate encompasses all ar the above 118m.; .
, ,

therefore. It is not ~&"--e8.ary to add~8 each is3ue Independently. Bell80uth must I

I

!

provide the same rights..of-way access. notifications and arrang..".nw to oompetfn; I

, \

carrlel-s as It provides itself. Should Instance arise where AT&T or BUy other ALEC I
i

-23-
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I
. i

ben~e8 discrimination hu occul'f'8i, ~e coMt;JI.1nt Pr00ee8 Ie evaiflbfe to resolve th8
I '
i

ACCESS TO UNUSED ~NSMISSION MEDIA
(PARTIeS' ISSUE 18)

Unused tranamistion media con~ie IS valuable resource to the lJublc awltched
, I '

netWork. and therefore AT&T should~ the right to lease or buy It 1rorn BeUSouth for

the provision of telacomrnu"ications Jvlcea.. The Commission orlglnaltv concluded in
. I

Case No. 96431 thlt the ALEC shedd begin construction using any requested fiber,
; I

withIn sllc (6) months of the 8Xeoutlorl of e lease or buy contract. The Commt88ion.
, I

further concluded that the ALEC should not propose to leasa or buy unusad transmlaalon,
\ '

medfa for future unspectfled us. and thSt BeUSouth should not refuse to lease or sell it
!

to the ALEC without legitimate buslness
i

purp06es, However, in Case N~. 96-431.11 the
,,

Commission amended its decision to ;t;te thE.tt. if BellSouth \'efUses a request.. It should
I

show that it will need this unused transmiS6:on r'l'u~~dia within three (3) years rather than

the ·five (5) years specified in the Oaeetnber 20, 1996 Ordar.
I,
I

The Commitsion regard6 unused tlllnsmission media as. a pathway for

telecOmmunications service IUch ac a pck:. dUct, cond~lt, or rlght-m-way. Therefore. '
, i

unused transmission media Is neither an unbundled element nor a telecommunications, '

servide available for resale. Because ~ 11ts neither of these definitions It shall not be
I ,

, I

priced as such. The parties Ire free:to negotiate rates and may bring complaints
I ' !

regarding unfair prtcfng or restrictions of use to the Commission.

I
'f

I

l
I

, .,
:I
;-1

22
1 i

I
,Case No. 96-431. Order dated January 29, 1997.

-2+
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XN. PRICE FOR CALL TRANsPoRT AND TERMfNATIONIBILL
AND KEEP (PARTIES' ISSUES 24 AND 25) .

I

AT&T argues the the price foruie transport and termination of 1o~1 traffic Mould. .
b. ~.t at TELRIC. Beltsouth -Iflue. ~It TELRIC fJli6ll'lg i& itItPPropri8te and that th~,

I ;
rlt.1 for trar.eport and termiMtion shOuld be established to recognize local tl"lltftc's

relationship to intrastate switched acCess because local i.1terconneetioh provides the

same functlonaUt1e8 8& switched e~.

. TIle commission has conclUded b Interoonnectlort should be priced lit cost plus

B reasonable profit baaed on Section 252(d)(1) or the ACt. Thus. the pricing for
,

termination of local calls should be at TELRIC so that this compensation is based on

actual cost inStead of upon SUbsidies that are present In existing rates.

"!"he CommissIon has stated that -the market will be best UNed by swift

development of the necessary recording and billing allllngements to provide reciprocal
,

compensation among local carriers:21 Thus, the Commt.sion will require reciprocal

compansatiC'n unlas~ the two parties agree to £I bill and keep arrangernen! not to exceed

one year.,

XV. \'VHETHER BEU.80UTH MUST PRIce BOTH LOCAL
A~JO LONG DISTANCE A~CESS AT COST (PARTIES' ISSUE 27)

AT&T argues that because acceea, whether local or Icng-dlatanc., Is a "network
• I

element" pUT$uant to the Act, It must be lold to AT&T at the cost-plU8 formula provided

in SeCtion 252(d)(1) of the Act. Ho~ver, Section 261(0)(2) of the Act specifiCllly

, requires ILECE1 to interconnect With cth.r currier; for the "transmission and routing of

I

Case ~Jo. 96-431, Order dated January 29,1997 lit: 10.

\-25-
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i.~hone exchange service and exbhange acoeaa." AT&T DfferI no convincing......". ,
; I

,M,y Section 261(c) should be I~retad to include 1ong4ltanoe access as will •
I • i • :

*xehange servl~. Furthermore. the' FCC". pnMouaty decided that if an IXC requ!lta
I : :

Jnterconneetfori to originate or terminate Its Intert»cchange trame, It II not entitled to
, ii'
receive interconnection puraulnt to Section 251(0)(2). Accordingly, the CQ~lon

" ,. \
I ;

agrees with BeHSouth that this Issue is beyond the scope of tIlla arbitration proceeding

lind dismisses it from consideration',
. ,

XVI. RATES FOR COLLECT. THIRD PARTY, AND
INTAALATA CALLS <p,ARTJES' ISStJE 28)

,

AT&T proposes that BenSouth be required to use the Centralized Messag.
. .

Ol&tributi~n System ("CMOS·) proceas culTently used on .71 lnt.rLATA blliis for billing of
I "

intraLATA collect. third-party, and calltng card calls where all such CSiUS are billed at t~e

originating servioe provider's rates,

BellSouth rnalmains that a regional system for processing these tYpes of calls does
I

not exist today and that Bel!Sou~h can o;'lly bill its own retail rates for ttiese calls bec&u~e
" 1

it has no acce5:! to AT&T's rates, ~ellSouth Hys it wHi provide AT&T the reQuested
,

capabilities on a state-speoific level. but cannot. at this time. do so regionally.

The Commission finds it inappropriate in thie proceeding to require reglon~1
" "

untformfty through implementation ;01 CMOS in the manner proposad by AT&T.

~ngIy, BellSbu!h may bill Its own ;rates for intraLATA collect and third number call.,
\
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i ,
The Act requires, lit sectIon'2S1(C)(2)(C). that aLEc. mutt provide Hf'Vloeto

. j .

~uestlng camers "that 18 at least eq~all" qually to that provided by tile local exchange
I ;

c~rrler to itself or to any SUb8fdisry~ aMOa., or any other party to which the carrer
. I ;

provtdeS interconnection." Issu. n~Mbired 3, 4, Elt1d 29 ¢ the Joint l8Iuee LIst deal
I '

, I ;
with demends made by AT&T that It says are necessary to ensul'$ that B.IlSo~h

, '

cotnplie& with its responslbl11ties undei,the Act. AT&T eskJs for specrfied Direct Measures

of 'Quality; terms to 'ensure that aJsouth WiD assume responsibility for ita errors in
I

causing AT&T unbRIable or unCOIIJtlble revenues: and terms providing for dispute,
I
I

res~'ution, performance requirementS, and liability and indemnity.
I

I
AT&T argues that, since BellS~uth hal a monopoly. AT&T can only look to It to

, I

put:.hase selVice for resale, intercorlnettion, or unbundled elements. Consequently,

AT&T concludes that mechenllme must be in place to ensure that Ber,South complies
I

willi the Act.
, ,
, I

The Commisslon .g..... that n.gotJated tenns for alternative dispute resolution.
. . I ;

obj8ctlve measurements of the partlul:expectations, and mutual liability pro"islons mav
be ~seTuI to both partlea to any contraJ HO\'lewr, It Is unnecesaery for the Commission

I I :
, I .
. I

to require any such terma and conditions. Tha service parity requiremerlts of the Act ar~
. : I

I .

clear. and BeIlSouth has not indicated that it wDt fail to sbide by 1hem. There is no
I I

reas'on for this Commission to .8sume~ that BellSouth will hot in good faith comply w~
I
I

27 i. . ,
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" obligatIons ~nder the law. Sho~1d problems arise regardIng the quality of ..rvlce
• 0

I ! ;

pfovktedt AT&T may bring the matter to the Commission's attention.
i
I • .

Having reviewed the ntcord ~nd hevitlg been otherwise sufficiently .dvieed. the
o

C~mmlssion THEREFORE ORDER~ that

02-0o-9? Oi:33PM FRO~ REGULATORY
.. It!

FEB. 6~ 1991 1; e3fII'I PSC 5eJZ 564 34&a
I
I
\

i
I

; . The parti.. Bhatl reneW their negotiations to comp1ftt8 their egreement: In

a6cordanoe I/Jith the prlnclple8 and dmitatlona dncrtbed herein. .
i

2. Best and final offers on ~rms which are encomp....d within the arbltr.~

i8~ues and upon whtch the parties remain unable to agr6C Shall be filed within 30 days

ofithe date of tht~ Order. ,

, 3. Additional cost stLJd!es ,Jquired to complete th.. Commleslort'e Investiglticln
, I

into appropriate pricing as discussed' herein and In the final Order in Case No. ~31

snarl be filed by BellSouth within 30 days of the date of this Order.

Done at Frankfort. K.ntuclcy, this 6'l:h day of February, 1997,

By the Commllalon

i

DISSENT OF CHAl~ LINDA K. BREATHITT
I

, respectfully dis.ent from 8eCtron Xl. Parties' Issue 15 regarding pricing of
I : \

recombined n84.twork elements. My rationale ia set forth in Caa. No. Q8..4S1 r Petition by,
, : i

Mel l for Arbitration of Certain Terms and CondliiOf'\$ of a Proposed Agreement with,
, : j

I

BelJSouth Teiecommunleatlonl, Inc. ConcernIng Interconnection and Rasal. under the
I
,


